
FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463

JAN I-2008

MAnjRETUBN

Dear Mr. Istook:

RE: MUR5962
Ernest Istook
Istook for Congress
James R. Hale, in his official

capacity as treasurer
Kyle Loveless

In the normal course of carrying out its supervisory responsibilities, the Federal Election
Commission (the "Commission") became aware of information suggesting you, Istook for
Congress oAa Friends of Ernest Istook, James R. Hate, in his official capacity as treasurer, and
Kyle Loveless may have violated the Federal Election Campaign Act of 1971, as amended (the
"Act") and provisions of the Commission's regulations. On December 21,2007, the
Commission found reason to believe that:

o Ernest Istook violated 2 U.S.C. f 439a(b) by using campaign funds for personal
expenses;

o Istook for Congress and James R. Hale, in his official capacity as treasurer violated 2
U.S.C. f 441b(a) by accepting apparent prohibited contributions;

o Istook for Congress and James R. Hale, in his official capacity as treasurer violated 2
U.S.C. § 441a(f) by accepting contributions in excess of the limitations of the Act;

o Istook for Congress and James R. Hale, in his official capacity as treasurer violated 2
U.S.C. § 439a(b) by using campaign funds for personal expenses of the Candidate;

o Kyle Loveless violated 2 U.S.C. § 439a(b) by using campaign funds for personal
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o Istook for Congress and James R. Hale, in his official capacity as treasurer, violated 2
U.S.C. §5 432(cXS), 434(bX4X 434(b)(6XA) and 11C JJL § 104.3(b) by Ming to
keep an account of and report certain disbursements in its disclosure reports regarding
the embezzlement by a campaign worker;

o Istook for Congress and James R. Hale, in his official capacity as treasurer violated 2
U.S.C. § 434(b) by misstating its cash on hand, receipts and disbursements in years
2003 and 2004; and

o Istook for Congress and James R. Hale, in his official capacity as treasurer
U.S.C. § 434(a) by failing to file required 48-hour notices.

Enclosed is the Final Audit Report that sets forth the basis for the Commission's
determination.

We have also enclosed a brief description of the Commission's procedures for handling
possible violations of the Act In addition, please note that you have a legal obligation to
preserve all documents, records, and materials relating to this niatler until such time as you are
notified that the Commission has closed its file in this matter. See 18 U.S.C. § 1519. In the
meantime, this matter will remain confidential in accordance with 2 U.S.C. §§ 437g(aX4)(B) and
437g(aX12XA), unless you notify the Commission in writing that you wish the investigation to
be made public.
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If you intend to be represented by counsel in this matter, please advise the Commission
by completing the enclosed Designation of Counsel fonn stating the name, address, and
telephone tuMnfrgF of such counsel, nmt authorig*ng such counsel to receive my not*fiTfiti*>ns and
otfwr <MMn*mniicatifliiff fiom the Commission.

We look forward to your response.

David M. Mason

Enclosures
Final Audit Report
Procedures

ot Counsel irorm

cc: Istook for Congress
Kyle D. Loveless



Report of the
Audit Division on
Friends of Ernest Istook
January 1,2003 - December 31, 2004

Why the Audit
WaaDone
Federal law permits the

ion to conduct
audits and field
investigations of any
political committee that U
required to file reports
under the Federal
Election Campaign Act
(the Act). The
Commission generally
conducts such audits

appean not to have met
the threshold
IwQOlICfllGDUl MM

oliance
with the Act.1 The audit
determines whether the
cc^mnittee complied with
thelhnitations,
prohibitions and

of the Act

Future Action
The Commission may

action, at a later time,
with respect to sny of the
matters discussed m this
report.

About the Committee (p. 2)
Friends of Ernest Istook (FOE!) is the principal campaign
committee fig Ernest Istook. Republican carktidate for the U.S.
Home of Representatives from the state of Oklahoma, 5*
District FOEIis headquartered in Oklahoma City, OK. For more
information, see chart on the Campaign Organization, p. 2.

Financial Activity (p. 2)
• Receipts

o Contributions from Individuals
o Contributions fiom Political

o Oflsets to Expenditures
o OtherReceipts
o Total Receipts

o Operating Expenditures
o Refunds
o Contributions to Other

o Total Dfabmnements

$890,840

799,470
22,495

1,165
$1,713,970

$ 1,125,484
7,000

277,100
$M09,584

Finding* and Recommendations (p. 3)
Receipt of Prohibited Contributions (Finding 1)
Receipt or Excessive Contributions (Finding 2)
PefsoriBlU8eof(>mqiaignFurids(Fnuiing3)
Misstatement of Financial Activity (Finding 4)
Disclosure of Receipts (Finding 5)
Disclosure of Disbursements (Finding 6)
Reporting of Debts and Obligations (Finding 7)
Failure to File 48-Hour Notifications (Findings)
Untimely Deposit of Contributions (Finding 9)
Disclosure of Form 3Z-1 (Finding 10)

1 2US.C.ft438(b).
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Parti
Background
Authority for Andit
This report is toned on an audit of the Friends of Ernest btook(FOEI), undertaken by the
Audit Division of the Federal Election Commisrion (the Commission) in accordance with
the Federal Election Campaign Act of I971f as amended (the Act). The Andit Division
conducted the audit pursuant to 2 U.S.C. {438Q>X which permits the Commission to
conduct audits and field investigations of any poUtical committee that is required to file a
Kportunder2U.S.C.{434. Prior to coixluctmg any andit under tiu
Commission must perlbnn an mtcrnitl review of reports filed by sclectpd committees to

if the reports filed by a particular
substantial ojmpUancewhh the Ac* 2U.S.C.(438(b).

Scope of Audit
Tins audit examined*:
1. The receipt of excessive contributions and loans.
2. The receipt of contributions from prohibited sources.
3. The disclosure of contributions received.
4. The disclosure of disbursements, debts »nd obligations.
5. The consistency between reported figures and bank records.
6. Tlie completeness of records*
7. Other committee operations necessary to the review.

aTlw«idit»btied«iepocttfiWpri«towtra
review of amended reports filed on AqsjMt 29,2005 indicitettetFOElGORectediomBofdierepoctiag



PartH
Overview of Campaign

Importnit Dates
• Date of Registration
• Audit Coveimee

Headquarters

BaiklBforuatioB
• Bank Depositories
* Bank Accounts

Itoaairar
• Treasurer When Audit was Conducted
• Treasurer During Period Covered by Audit

Management Information
* Attended FBC Campaign Finance Seminar
• Used Commonly Available Campaign

Management Software Package
• Who Handled Accounting and Riecordkeeping

Tasks

Friends of Enart btook9

May 14, 1993
January 1,2003 -December 31, 2004

Oklahoma City, OK

3
2 Checking and 1 Money Maiket

James R. Hate
James R. Hale

XT««MO

Yes

Paid Staff

Overview of Financial Activity
(Audited Amounts)

Cash on hand <&Jan«ary 1,2003
o Contributions fiom Individuals
o Contrilwtions fiim Politk^ Committees
o unsets ID Expenaitiires
o ^joier Receipts

o upennnB JsxjienaiiuKs

o Contributions to OdierPolm'^Qnnmittees
Total DIsbnraenients
Cash on hand® December 31, 2004

SM70
890.840
799,470
It Al\f22^495
1.165

$1,713,970

7.000
277.100

$1^09384
$308356

* FOEI g^ff^jmi jig muni to btook for Coogim on s^»"Jf« 30,2005.



Part in
Summaries

Findings and

Finding 1. Receipt of Prohibited Contributions
FOBI received contributions totaling $11, 825 ftomcorpoi^ai^

flli Contributions fiOHl UD1OBB, COlpOntiODS and

from LLCs that elect to be treated as coiporationt under IRS rolei are prohibited. FOEI
untimdy refunded $8,075 of these contribution*. In leapome to the interim audit report
leooxninendation, FOEI provided copies of additional n^otiatedreft^ chocks totaling
$2,750 and provided evidence that one of ̂ contributions was not prohibited. Asa
result, the amount of prohibited contributions received by FOEI was reduced to $10,825.
(For more detail, see p. 5)
•
Finding 2. Receipt of Excessive Contributions
A review of contributions from indivktaak indicated that FO^
excessive contributions totaling $59,100. Most of these excesrivecontoTnrtions resulted
finm ttnpHi|Mr mA^ignafwmi •nd/m- maJtriKnHnM FOEI Untimely refunded $57,100 Of

these contributions.
mat they have issued refund checks for the remaining ,000 and wiUprovid^ copies as
soon as the checks clear die bank. (For more detail, see p. 6)

Findings. Peraonal Use of Campaign Fnndsi
The Audit staff identified expenditures tottliiig $8,936 paid by FOHfw what appeared
to be personal expenses. Of tfii« anuyunt, 0ig C^n^dgte «i4 flip
refanbuned $2,615 to FOEI prior to the interim audit report In response to the interim
audit report r**vmiTTifliidatTOin. FOEI provided ft copy of ft negotiated
check ton the Candidate for $3,189 and ft signed statement fiom the canquugn manager
acknowledging mat expenditures totaling $1,135 were for his penonal use and would be

toFOEL For me remaining amount $1,997 ($8t936-$2,615-$3t189-$l,135).
FOEI provided evidence that the expenditures were not for penonal use.

In addition to the amounts above, FOH identified unauthorized expenditures made by a
campaign worker totahng $30,504 that were paid with campaign fimds. The campaign
worker was apprehended and prosecuted. Tlie bank partiaUy reimbursed FOEI fiv checks
processed wiui ft false signature. No farther comments were provided with regard to mis
matter. (For more detail, see p. 9)

Finding 4. MiMtatement of Financial Activity
FOEI had material misstatements of reported activ^
m 2003, FOm understated hsch^ursemcnts. m2004,FOmuiiderstateditreceiptgand
disbursemeiits. Asaresuhofmesemisstatements^FOEIalsoiepoitedmc^^
hand amounts m both yean. FOEI filed amended reports after notification of the audit
that corrected the misstatement of recdptsm 2004; however, disbursements m both years
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and rah^-hsnd amounts were stiU misstated In response to the interim audit report
PlfYRT jtafttid that umtmAiA rmfottm wrmM IM* filyd hy May 31 ̂  7fW7 to

correct the remaining misststements. (For more detail, see p. 14)

Findings. Disclosure of Receipts
A review of contributions from political committees revealed FOBI did not accur^
disclose the required infonnation. BfiHT fii**
audit that materially corrected tiie disclosure of these hems. (For more detail, see p. 18)

Finding 6. Disclosure of Disbursements
A review of disbursements revealed mat FOBI failed to disclose or inaccurately disclosed
the required information. FOEI filed smended reports sito notification of the audit that
conected some but not all of the disclosure discrepancies. In response to the interim

31, 2007 to cozrect the disclosure of disbursements. (For more detail, see p. 18)

Finding 7. Reporting of Debts and Obligations
A review of operating expenditures revealed that FOEIfinled to zeport debts and
obligations owed to six vendors. In response to the interim audit report recommendation,
FOBI stated that amended reports would be filed by May 31, 2007 to correct the reporting
of debts and obligations. (For more detail, see p. 20)

Findings. Failure to File 48-Hour Notifications
FOBI failed to file 48-hour notices prior to the general election for 20 contributions
totaling $26,250. In response to the mterimaum'tnyortreooninimdation>theFOEI
treasurer provided a statement wherem he aickixwledged that precede
filing of 48-hour notices may have not always been followed. (For more detail, seep. 21)

Finding 9. Untimely Deposit of Contributions
A leview of contributions revealed FOEI did not timely deposi In

of a previously submitted statement wherem he admowledged that procedines to ensure
tiietinidydeposh of contributimisniay have not always been followed. (For more detail,
see p. 22)

Finding 1O. Disclosure on Form 3Z-1
FOB filed Form 3Z-1 (Consolidation Report of Gross Receipts for Authorized
Committees) with its 2003 July Quarterly and 2003 Year End Reports but did not
disclose the correct financial information, m response to the interim audit report
recommendation, me FOBI treasura provided a copy of a previously submitted statement
wherein he explained that the error was due to a misunderstanding of tiie new fihng
requirement snd that steps have been taken to ensure firture compliance. (For more
detail, see p. 23)



Part IV
Findings and Recommendations

| Finding 1. Receipt of Prohibited Contributions

FOBI received contribution* totaling $11,825 fiom corporations, limited liability
compames(LlX^aixlalaboroxganizatioii. Contributions from unions, coiporri^
fimUjft that dect to be treated as corporation FOBI
untimely reftmded $8,075 of these contributions, la response to the interim audit report
reoofiunrnrlaTion, FOB! provided copieg of additional negotiated refund checks totaling
$2/750 aixi provided evidence tta Asa
result, the amount of prohibited contnlKitioiis received by FOBI was reduced to $10,825.

A. Rc^^ofl^l^ttedCoBtribatiras-Geaei^Proliibttion. Candidates and
flflfiitnftfafff may not accept contributions (in the form of money, in-kind contributions or
bans):

1. In the name of another, or
2. From the treasury funds of the following prohibited sources:

• Corporations (this means any incoqK)r«tedoggBnization,indudinganon-<tock
corporation, an incorporated membership organization, and an incorporated
cooperative);

• Labor Organizations;
• National Banks;
• Federal GovcnimcntContnctoiB (including partnership^

proprietors who have contracts with the federal government); and
• Foragn National (including individ^

lawfully admitted for permanent residence; foreign governments and foreign
political parties; and groups organized under the laws of a foreign country or
groups whose principal place of business is hi a foreign country, as defined in
22U.S.C. §611(b)). 2U.S.C.§§441b,441c,441e,and441f.

B. Deflnh^n of Lim^ Liability Company. A limited liability company (LLC) is a
tafshwtf entity TWflgnred m •" T

ff/T v^r **** **** of to "tfl** «• «in>-ii H ™fl*
established. 11 CFR§ 110.1 (gXl).

C Application of Umfts and I^hlbltioBs to IJLCCoatrm A contribution
fiom an LLC is subject to contribution Imu'ts and prohibitions, depcndmg on several
&cton, as explained bdow:

1. LLC as Partnenhip. The contribution is consklered a contribution fiom a
partnership if me LLC chooses to be treated as a partnenhq) under Internal
Revenue Service (IRS) tax rules, or if it makes no choice at all about its tax status.
A partnership contribution may not exceed $2,000 per candidate, per election, and
it must be attributed to each lawful partner. 11 CFR$110.1(a),(b)>(e)aiid(gX2).



2. II£ u Corporation. The contribution is considered a corporate cor^
and is barred under the Act—if the LLC chooses to be treated as a corporation
und«I^ rales, or if hi thare« are traded publicly. 11 CFR§110.1(g)(3).

3. U£wh1i Single Member. The contribution is considered a contribution from a
single individual if the LLC is a smgle-member IXC that has not chosen to be
treated at a corporation under IRS rules. 11 CFR§ 110.1 (gX4).

FOBI accepted 24 conbibutxmstot^^ Of
these, 19 contributions totaling $7,075 woe from corporations, 4 contributions totaling
$3,750 were from LLCs, and $1,000 was from a local imion organization. For those
contributions from coiporatkras, the Audit staff verified the co^
entities at the time the contribution was made wim tfae Oldahoina's Secretary of State.
For those contributions from LLCs, FOHcouUiiot demonstrate whether the entities
were taxed as t corporation or a partnership unte the rides of the Internal Revenue
Service(IRS). If me entities arc treated as corporations by the IRS, then- contribution
represent promoted coipoiatecomtibutions. It should also be noted that FOEI did not
establish a separate account for qiiestionabk contributions; however, FOEImamtained a
sufficient bMy^e in its bank account to refund flic prohibited contributions.

Tins matter was discussed with the treasurer at the exit conference. The Audit staff
provided a schedule of tfae apparent prornTrfted contributions, In response, the treasurer
untimely refunded $8,075. For flic apparent pzchiMted contrfl>iitions from
$3,750, the treasurer provided copies of letters sent to the IJLCsreqiiesting thai they
verify their tax filing status.

Ittterin Audit Itoport BiBoo*>i*iii*>iiidsitioii Bffi^ Commtttoo Itoanoosw
The Audit staff recommended FOEI take the following action:
• Provide evidence demonstrating that the remaining <x>ntributioiistotamig $3,750 were

not prohibited, or wevo timely refunded. Such evidence should have included
{fi««Mf{tig ttnA- ffl,'«fl •tafii. until th« IPS nr «np'<»a of Ohm ftrmfr «M!

^gjfjf of timely upBotJatPd refund ffhftfflirff* or
Refund $3,750 to the contntaton art
front and back of negotiated refund checks); or
If funds were not available to make riecessary refunds, d^
repjuiring refunds on Schedule D (Debt «MJ Obligations) ""til funds became available
to make the refunds.

In rftpffliffff ft? tfiff infmm mHftt
additional negotiated refund checks totaling $2,750. FOH also provided evidence mat
one of the contrHKdons was not prohibited. As a result, the amount of prohibited
contributions received by FOEI was reduced to $10,825.

| Finding 2. Receipt of KftceMiva Contribution*

A review of contributions from individuals indicated that FOEI fidkd to timely resolve
excessive contributions totaling $59,100. Most of these excessive contributions resulted



ftnm impmp«r MtWiflnaffaM ffiHfar tiMmifrjtMnui FOEI UHtimdy Itfonded $57,100 Of
these coimibuUons. In retponic to flic interim inditrqx)rtrwxniiiiifinditkHitFOHitited
that they hive issued refund checks far the remaining $2,000 and will provide copies as
BOOH ai flic cShffj'kf clear the hanV.

A. AMthoitedCoomlttoe Limits: An authorized committee may not receive more
thin a total of $2,000 per election fiom any one person. 2U.S.C. §441a(aXlXA)andll
CFR§110.1(a)and(b).

B. Handling CoBtribvtkms That Appear Ezcesshfe. If a committee receives a
contribution that appears to be excesrive, the c^^

• retmn th^ Questionable OTntribntkni to th? donon or
• deport the contribution mto its

account to cover all potential refunds until the legality of the contribution is
established 11 CFR §103.3{b)(3) and (4).

TTie excessive portion may also be redesignated to another election or reattributed to
another contributor as explained below.

C Redesisjnatkn of Excessive Contrfbatioas. The committee may ask the contributor
to irirtfisignafftPM excess tJQrtion of the contribution

• ThecoimintleeimisttWimm^dayaofiece^ofmecui^
retain a signed redesignatioii letter which fafenflf the contributor thfit a refund of
the excessive portion may be requested; or

• refund the excessive amount 11 CFR §§110.1(bXS)v 1 10.10X2) and 103.3(b)(3).

Notwithstanding the above, when an authorized political committee receives an excessive
contribution from mmdivio^

1'f tfi*.

contribution:
• Is made before that candidate's primary election;
• Is not designated m writing for a particular election;
• Would be excessive if treated as a pimiaiydectioncofitribution;and
• As redesignated, does not cause the contributor to ex(ieed any other contribution

hmh.
Also, the committee may presumptively xedeaignate the excessive poitkm of a general
election contribution back to the primary election if me anM>imtreo>6ignrteddV)e8 not
exceed the committee's primary net debt position.

TfaecxniimttBeisiequiiedtoM
60 days of the treasurer's receipt of the contribim' on aiid must otnv me contribute
optiontorecdveareihrKlmstead. For this sjction to be vati4 the committee nuist retain
COpieS Of me notices Sent P»«Hmptiiiii nvMftnitinnm apply nnly witfiiti fa

election cycle. HCFR5110.1(bX5XuXB)&(QandOX4Xii).

D. ReattribntioBi of Excessive CoatrfliattoM. When an authorized committee receives
an excessive contribution, me commMee may ask the contributor if me contz^^
mtendedtobeajointcontrnMitionrromnvirem^
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• the committee must, within 60 days of receipt of the contribution, obtain and
retain a reattribution letter signed by etch contributor, or

• refuwlAeexccMvcajotribution. 11 CFR}§ 110. l(kX3), 11 0.1(1X3) and
1033(bX3).

Notwithstanding the above, my excessive contribution that was made on a written
instrument that is imprinted with the «•»»*• of more man one individual may be attributed
among the individuals tilted unless mitnictedothenvisebylheeontributDiCs). The
committee must inform each contributor:

• how the contribution was attributed; and
• that me contributor inayi^ 11

CFR§110.1(kX3XiiXB).

A review of contributions from individuals mm'cates that FOEIMed to timdy resolve
excessive contributions totaling $59,100. Of these, FOEI untimely refunded $7,000 of
the excessive amount prior to the audit It should be noted mat FOEI maintained a
sufficient balance hi its bank account to refund the excessive contributions. Most of me
excessive contributions were received prior to me primary election and are excessive for
one of the following reasons:

Contribution by check wtth two names Imprmted- FOEI fidled to timely resolve
excesnve contribution totatiiQ $18,600. Tliese contributions were identified as
excessive because they were made by a check imprinted wim two names and signed by
only one of the individuals. Inmost cases, FOEI attributed the contribution to bom
mdividusls whose names are imprinted on trie check or designated the contribution to a
single contributor for both elections. Such action requires mat within 60 days of the
contribution, FOBI obtain a signed reattribution or nxlcsignationftom
inform the individuals of how the cootribim'onwaspresiimptivelyreamibiitedor
redesignated and offer a refund of the excessive portion. FOEI did not provide any
records relating to theredesignation orreattribution of these contributions. As a result,
the entire amount of the contribution was atbM
that signed me check.

Contribvtkm by check wtta one suune fas^rinted-FOmfaUed to timely resolve
excessive contributions totaling $40,500. These contributions were identified as
fiirassivff ^pcn^iffff they w?rg mrfa by fi dwck ftnprii1^ wifr ^ne n'mit «v1 in "utttf ffums
were either designated by FOEI to bom elections or were attributed by FOEI to two
individuals. Such action requires that within 60 days of the contribution, FOEI obtain a
irigpigd mttrihitiffn fflr r^^tSgpyHirn **** fa «««*T'|?ntinT
how the contntationwu presumptively r
portion. FOEI records did not include a signed redesignation or a signature fiom me
second individual acknowledging mem aa an accountholder. Records also did not
include notification to uifbrm individuals of h^
redesignated. As a result, the emlre amount of me contribution was ato^^
Audit staff to the individual who rign*d the check.



This mtfter was diicuMedwitfa the treasurer at the exh conference. The Audit staff
piovidtt a schedule of the croeiBto In response, the treasurer untimely
refunded $50,100 and indicated that the excessive portion from two cxxitribi^^
$2,000 was timely refunded or reattributed.4 However, dociimentation to support such
action taken for the contributions from these two individuals was not provided.

Interim Audit Itopoit RSJCOJB nmidrtioii and Conunlfttoo Rsjsjpo&M
The Audit **yf^rec^?Flif>|<!!><dpd ***̂ * FOEI:

• Pro vide evidence demonstatmg t^
$7,000) in contributions were not excessive. Such evidence should have included,
but not be limited to, documentation that the contributors were notified in a, timely
manner of the actions taken by FOBI or mat the excessive contributions were timely
refunded or reattributed; or

• Renmd the renaming S^OM) to
refunds (copies of front and back of negotiated refund checks); or

• If funds were not available to make necessary refund^ disclose uw contributions
requiring refunds on Schedule D (Debt ••** Obligations) until funds become available
to rnake me refunds.

import F^ t̂!m1flrv1ffi
<mi| pf>W fftrfftd f^rt thfty hiVf isffilfffl

eheefai finr rtM mmaJnit^ $7,

clear the bank.

I Finding 3, Personal Uaie of Campaign Funds

The Audit staff identified expenditures totaling $8,936 paid by FOEI for what appeared
to DC ncKBonal pxirffisfiffi Of tnis aniffmitg the TrannKiatft and "^e camnaiBn manafler
reimbursed $2,615 to FOH prior to the mtermaum't report In response to the interim
audit report recommendation, FOEI provided a cor^ of a negotiated reimbursement

acknowledguigthatexpenditiirest^^
reimbursed to FOEL For me remahring amount $1,997 ff8,93642>61S-$3>189-$li13S)>
POEI provided evidence that the expendtiires were not for personal use.

In addition to the amounts above, FOBI identified unndhorizedoq^endituresniadebya
campaign workertotahng $30,504 mat wen paid wroicamrMign funds. The campaign
woitowu apprehended and prosecuted. The bank partialry reimbursed FOEI for checks
processed wim a raise signature. No further comments were provided with regard to mis
matter.

A. Use of CanipaJgB Funds. Using campaign funds for personal use is prohibited. 2
U.S.C.§439a(bXl).

TDB nmnnna $2,000 in CKCCHIW coutiioutioiM no not fflipMft to bo mohrwi by Modnig
pgnoantto 11 GPR§liai(kX3Xi9(B(ffD-
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B. Personal Use Defined. Personal use is defined as any use of funds in a campaign
account of a present or fanner candidate to
of any person that would exist irrespective of the candidate's campaign or duties as a
Federal officeholder. 11 CFR §113.1(g).

Commission regulations list a number of purposes mat would constitute personal use/Mr
jv. This includes but is not limited to the use of canq^

Household food items or supplies;
Funeral, cremation or burial expenses;
Clothing other man itema of de mitti™? value used in the campaign such aa T
shirts or caps;
Tuitions payments;
Mortgage rent or utility payments;
Admission to sporting events, concerts, theaters, or other form of entertainment
unless part of a specific campaign or officeholder activity;

• Dues, fees or gratuities at a country dub, heaMiclub, recreational fsciliry or other
unpolitical organization; and

• Salary payments to a family member (unless the family member is providing bona
fide services). HCFR§113.1(gXl)(i).

Where a specific purpose is not listed as personal use, the Commission makes a
detenninatiofi, on a case-by-̂ ase basis, whether an eiq>en^
regulation's definition of personal use. Examples of such other uses include:

• Legal
• Meal
• Travel expenses; flf*d
• Vehicle expenses. UCFR§113.1(gXlXii).

C. Mixed Use. For those uses of campaign funds mat involve both personal use and

cofltempoianeouatogoromeriecoritodociimcrt
personal use of campaign funds. The tog must be updated whenever campaign fimda are
used for peiraial expenses rather tnm for ca^ 11 CFR

D. Advisory OpmJoa 2001-3. Based on the dnnimstances presented in Advisory
Hptninn TOfll .\ Hh^ Cnmnnmmitm rn\*A tliaf tha mm of a ftMnpaign ygjiiele far peranMl

purposes mat is equal to 5% of the vehicle's annual mileage is <fe mMmla and would not
require reimbursement to the committee.

A. Personal Use. During the review of diilwrtements, the Audit itafF identified
expenditures totahng $8,936 paid by FOB! for what appeared to be personal
The expenditures included mans that appeared to constitute personal use perje under 11
CFR fl 13.1(gXl)0) and expenses that required a determmationonacasebycaaebasis
as to whether the expense would fall within the regnlatum'sdefinra'on of personal use.
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Also included are certain personal expenses that were originally paid by FOEI and
subsequently reimbursed by the Candidate and canqMign manager.

1. DiBbwementa Mating $^^
constituted personal use /wrjtf. These expeoaes included Bioadway theatre tickets
($600)aiidUiiivertityofCHdahomafootb^

2. Disbunements totaling $4 ,117, fix items such as meals, travel, and vehicle expenses,
required t determination on a case-by-case basis as to whether the expense fell within
flic regulation's definition of personal ustf The Audit ***^enfM*<^ired> amotig other
things, me geographic kx^oion (me Candidate's home state, Washington, DC, or
other locations) where the transactions occurred and the description of me gp^
services. Certam expenditures were <x»nderedixm-cam^
typeofexrMrjsesaridmelackofbVxnimentationverif^^
officeholder rotated. Thow expenditures reqiimig a de
basis are discussed below:

• Between February 13, 2004 and I^craibcr 3 1,20W, FOEI paid $8,033 for costs
associated with a leased vehicle. These coats consisted of me vehicle lease,
insurance, maintenance, and fuel. The regulations at 11 CFR §113.1(gX8) state
mat when campaign funds are used for oq)eiisesmvolvnig personal use, as well
aa campaign-related or officeholder use, a contemrjonmeouslogoro/Aerrvcon/
must be kept to document dates and expenses related to me personal use of me
campaign funds. While FOEI did not keep a contemporaneous log of me
mileage and use of the vehicle, the Conmutteeprepar^aU>g,inresponsetoan
exit eonftrence, based on the candidate's day4o^yschediileformetimein
question. FOFI aelmnufle^ged tliat it ennilii not document all of ttift earpenaea tipr

use of the vehicle, but maintained that it used me vem'de 85% for campaign-
related or officeholder activity, and 15% for persorial reason
mileage driven* FOEFs calculation included an adjustment for events mat were

documentation.5 With respect to the 15% vehicle use for personal reasons, FOEI
believed mat some personal use was permissible aa long aa it was de

Absentdocinnentatioaoromerpertinemmform^
10% added by FOEI for unscheduled campaJgjMdated or officeholder activity,
the Audit staff recalculated the vem'cleiisageu documented for each use. Bated
on documented usage, me Audit staff determined that me vehicle was used 80%
for campaigii-related and officeholder activity and 20% for personal reasons.
Applying these ratios to the $8,033 in costs associated with me leased vehicle,
the Audit staff concluded that $1,607 of me costs were for personal

Witii respect to FOETs understanding that personal use of me vehicle was de
X me Audit staff coiicluo^ that u^ 15%

nflM, to aDow te Ihote official v*feia9dfrvn
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ffllHlFHU.

WM frtymd what tha Pommiarimi h«« pnwiftiialy cnmaiHerBH M d*

Between December 29,2003 and January 5,2004, FOEI paid $1,861 for costs
red by the Candidate and his son in connection with a trip to New Orleans

for the Sugar Bowl Thete costs consisted of airfro($l
car rental ($161), and meals ($146). No invoices, itceipts, minutes of meetings, '
agendas, or itineraries were available to document feat these expenses were m
connection with a campaign or officeholder related event

The Audit staff discussed these expenses with FOBI at the exft conference and
they provided the following response, "A significant canipaign fundraiser was
planned to take place at the Siigar Bowl ganie, where me Umvenity of
Oldahonu and L^-U were playmg for tto I
thousands of Oklahnmans to New Orleans. The origmd plans included a j
nmdraising event or two, fact finding trips to me Port of New Orleans and the '
nearby commercial and military shi^^
wim his son... accompanving him to assist (These visits were in connection
with the Congressman's chairmanship over Customs and shipping issues and
government shipbuilding programs.) Anangementstbrthenrndraisingandrmct
finding portions fell apart at a late date (They were rescheduled and occurred in
August), but me speaking engagement (to a large crowd of Oklahomans)
remained.*'

or ovocr DflaTtiDfiDK mionDiflxiOD su^ îdQDK to flUDD^wt uj^x
these expenses were for campairelated or officefaokkr activity, me A^
maintains that tiiese $1,861 m expenses paid for by FOBI were for personal use.

Between May 2, 2003 and June 16. 2004, FOBI paid $649 for various items
where no invoices, receipts, minutes of meetings, agendas, or itineraries were
available to document that these expenses were in connection wim a campaign
or officeholder related event The majority of these expenses were incurred
outside the Candidate's honie state or Washington, DC. These items included a
meal at a New Yoik City restaurant ($288), airrm to Miniieepolis-St Paul for
the Candidate's wife (1124), computer supplies purchased in Alexandria,
Virginia (1115), gasoline purchased en route to a University of Oklahoma (OU)
vs. University of Texas football game ($35), and flowers purchased in Oklahoma
City (J87).

In its response to the exit conference, FOEI stated tnat the meal at a New York
City restaurant was a iundraismg event cooidmaled wim a New York

, FOBI COPOPdcd *M it Wftf myhla to Inca^ Avaimgnf^inn in
support char for the airiaie,con]^ FOEI stated mat
the florist charge was evidently made by the campaign manager while the
ffilfMfiditf wag travrfmg. Pfaally; PQPI f^ated A«t 0jg gSSff llflft

C8ee AO 2001-3
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a Texas trip for meetings at the Oil-Texas game, but did not provide
docmncntitioo in support of these meetings.

Absent documentation or other pertinent infiMmationsuffident to support tbst
these expenses were for campaiga-idated and officid business, the Audit staff
maintains that these $649 in expenses paid fin* by TOBI were for penonsl use.

Finally, the Audit stiff idcntffied additional di^^
wr* «nliMqii«nt1y fgimhiwad Ky tha Candidate and Hie rampaign manager jjn

rnnpOnST IP thf? mt CrflUlriirilfiCi TM rVtwiiHa** r*anumrmmn VfjSSft fflr

totaling $1,597. This included $76 ,̂ pchnarily for charges made (and paid for by
FOEQ on me campaign credit cud mat were also submitted for rdmbuisement
directly to me Candidate and me Candidate's wife. The remaining $837 were

credit caid charges (paid for by FOEQ for personal items such as CD's,
airfare, department stole purchases, jewehy, groceries, gss, and niembership fe
where the Candidate stated he used the wnxigciedit card by mistake.

The campaign manager reimbursed $1,018 for canipaign credit caid charges (paid for
by FOE!) for personal items such as drug store pun&ases, a studio tow, lodging, dry
cleaning, a hair cut, and flowers.

B. UnanthoriiedEzpcBditarei. m November of 2003, FOEI identified unauthorized
expenditures made by a campaign worirer between Odooer 9, 2003 and November 14,
2003, totaling $30^04 mat were paid wim campaign funds. The campaign worker forged
campaign checks totaling $28,012 to hiinself and various vewlofa and made un^
canapaign credit card charges totaUng $2,492. FOEI stated that the campaign worker
evidently went into the campaign manager's desk drawer to get the checkbook, and
obtained the credit can! data from credit caid statements mat were on the canmaign
manager's desk. Not all me campaign's losses were detected and reported in time to be
reimbursed, although $21,173 of the bar^firod was reimbursed by Tint Fidelity Bank
because me bank had accepted and processed checks wim false signatures. The
campaign worker was appiehended, prosecuted, and is currently serving a three-year

at an Oklahoma State Penitentiary for e^ Subsequent to mis
activity, during me review of disbursements, the Aum't staff identified aMtionalfoi^
checks totaling $4,139 to various vendors.

The Andh staff discussed mis matter wim me treasinier at me exit conference and
provided schedules of the transactions noted above, m response, FOEI provided copies
of cancelled checks, affidavits of unauthorized activity, bank reimbursement
otannentation, and news articles relating to me embeolement

A. Persooal Use. The Audit s^^^yxHiiiiiBtidgd *^M* ̂ ^EI provide evMfflmftft that 1tp?
$6\321 ($8,936 - $1,597 - $1.018) in expenditures described above were campaign or
officeholder expenses and not far personal use. Such evidence was to consist of:

1. invoices, receipts, minutes of meetings,
2. names of organizations u^ sponsored tripa;
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3. any other written recoil wbichwodddocumem the spedficcanqudgn or political
purpose of tbo charges; or

4. additional expense or mileage log documentation showing that the aii^^
in ccfifbiiuancc with AO 2001-3*

AhMnf meh gviifane^ tfu» Audit •faff Tm*nmmmnAmA fliot fh* rarvtido**

to FOEI and provide evidence of the reunbunementG.e.acopyofdiefroiitaiidbackof
the negotiated check).

B. UMmtkoriiedEzpaidttvci. Since the treasurer stated hu intentions to close FOEI
in the new future, the Audit staff recommended *fc»* FOEI submit any written comments
it considered relevant.

nirfftwitni«H«riof|| yffc|fl r̂ H^H II 1̂ Tpy ftf B

negotiated reimbursement check from thcQaid1datefbr$3J89andasignedstilement
from me campaign manager aclmowled^^ that expenditines totaling $1,135 w
nil personal use and would be rambunedtoFOEL For the remaining amount $1,997
($8,936-$2,615-$3,189-$l,135), FOEI provided evidence mat me expendhurei were not
for personal use. Therefore, the Audit staff concluded mat FOEI made expenditures for
the pflnoniil use of Candidate y^f cflmpaifP? tnanapfT totahng $6,939.

|Finding4. Bgj»«tatement of Financial Activity

FOEI had material misstatements of reported activity m bom yeaii covered by me audit
In 2003, FOEI undentated its disbunements. m 2004, FOmiinderstatedh receipts and
disbursements. As a ivsult of these misstatenients,FOm also reported m^
hand amounts in both yean. FOBI filed amended reports after notification of the audit
thatconectedttomisstatenieiitof
and cash^m-hand amounts were still misstated m response to the interim audit report
recommendation, FOffl stated mat anienoed reports would be filed by Mty 3 1,2007 to

^h^^^^^nft «fl _____ • _ •
GORvd IDC rfflTlHIIilll^

Legld Standard
CoBtmts of ItepoitSi Each report must disclose:
• The amount of caah-<m-hand at the beghmmg and end of the reporting period;
• Tne total amount of receipts for the reporting period and for the election cycle; and
• The total amount of disbunements for the iqratting period and for the election cycle;
• Certain transaction that requhvhemizati^

Schedule B atomized Disbursements). 2 U.S.C $434(bXl), (2)> OX M, and (5).

A comparison of reported activity to bank recorfs revealed tiiat FOEI had misstatements
in 2003 and 2004. The following outlines the discrepancies for each year and explams

Jdcrrtified dur^g me auduX

IMS IB UK) proccu ofdotiDSj De i
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2003 Activity

Opening Cash Balance
@ January 1, 2003
Receipts

PjiriitMF f!aah TtalmKy

@ December 31, 2003

Reported
$ 738

$928,720

$326,648

$602,810

VnkRiNords
$ 4,470

$939,540

$359,270

$584,741

Dbenpsacy
$ 3,732

UftlMOUUBU

$10320

Understated
$32,621

Understated
$18,069

Overstated

Disbmrsemeats-2003
Ttounderstatemem of disbursement

• Disbursements Not Reported
FOEI did not report fifry payments to vendors that should have been
disclosed on their 2003 reports. Of mu amount, a smgle payment to
one vendor of $13,500 for campaign research should have been
disclosed on its 2003 Year End Report.

• In Kiad Contributions Not Reported
FOEI did not report In-Kind contributions received from nine political

Amount pM^ludps two fihigcto tfttalhig $857 fl*** were erroneously
reported twice end three reported aniotmtstotahng $581 that could not
be traced to bank records or FOEI's check register.

• iDcorrect Reported Amouts (Net)
Amount includes ten checks where the amounts reported were
different fiom the amount clearing the bank.

-*• $25,254

8,555

1,438

250

Total Net Understatement of Disbursements $32,621
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2004 Activity

OiMnhiB Cash Balance
©January 1.2004
Receipts

Disbursements

Rndinff Cash Balance
^December 31, 2004

Reported
$ 602,810

$ 748328

$1,045317

$ 305,820

Bank Records
$ 584,740

$ 774,430

$1,050314

$ 308,856

DbcrepaBcv
$18,069

Ovcntated
$26,102

UndentateQ
$4^97

$ 3,036
Undentated

Receipts-2004
The understatement of receipts was the result of the following:

• Receipts Not Reported
FOBI did not report contributions received from twelve political

8Du OBft JDflUID D8QO&*

+ $13,190

• I» Kind Contributions Not Reported + 7323
FOEI did not report twelve In-Kind contributions recdvedfhmidgjht
political committees.

+ 1300

+ 1,273

+ 1,165

+ 1,651

FOBI incontctly reported a contribution of $2,500 fiom a political
committee as $1,000.

• Of&wts to Opers^mgExpead^tam Not Reported
FOBI did not report two refunds fiom vendors.

• Interest Received from Bank Not Reported
FOBI did not report the monthly interest received fiom the money
market account.

Ui

Total Understatement of Receipts $26,102
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Dfabnnementi-2004
The nndentatement of disbursements was the net remit of fee following:

• Disbursements Not Reported + $91,754
POBI did not report operating expenditures totaling $74,754 md
contributions to other political oommhtea totaling $17,000 diat were
made thro the 30 Day Post-General Report period ending November
22,2004.

overstated - 95,707
Tlie 2004 Year End ("YE") Report (11/23/04 -12/31/04) disclosed
disbursements totaling $143,209. Tlie correct amount of
disbursements that should have been reported on the YE Report is
$53,491. Therefore, FOEI overstated disbursements onto
by $89,718 ($143,209 -$53,491). TOm also reported three
disbursements in other report periods totalmg $5,989 that could not be
traced to the bank or FOEFs check register.

• IB Kind Omtrflmtions Not Reported + 7,323
FOEI did not report twelve In-Kind contributions received trom eî it
political committees.

• Inconrect Reported Amouts (Net) + 2,754
Amount includes forty-three checks where the amounts reported were
different from the amount clearing me bank.

• Unexplained Difference - 1,127

Total Net Understatement of Dfsbursements $ 4,997

FOEI misstated cash-on-hand tmxw^iout 2003 aixl 2004 due to the errors described
above. On December 31, 2004 the cash balance was understated by $3,036.

FOEI filed amended reports after notification of the audit that corrected the misstatement
of receipts in 2004; however, disbursements in both years and cash-on-hand amount!

flfflll

Tlie Audit staff discussed mis matter with the treasurer at me exit conference. In
response, the treasurer stated he would amend the appropriate reports as necessary.

Interim Audit Report R<ocomni»nd«Hon smd Commlttoe Roopoaac
The Audh staff lecommended that FOEI file amended reports for 2003 and 2004 to
correct the remaining nusstateineiits detailed above aria
report to correct the cash-on-hand balance, m response to me interim audit report

mt*faA r*pn** wmW ha fiVd hy May ̂ 1 f MQ7 to

Tamaining
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| Findings. IMecloenre of Recelpte

A review of contributions from political committees revealed FOEI did not accurately
disclose tiie required informatioiL FOEI filed amended reports after notification of the
audit that materially corrected the disclosure of tiiese items.

A. ReqiiirtlrtraatkmforCoBtjfe^ For each
contribution from a political coî

• The committee* s Dame and address;
• The date of the receipt;
• The amount of the contribution; and
• The dectira cycle-to-date total. 11 CFR§104.3(aX4)and2U.S.C.

8434(bX3)OB).

B. Electkna Cycle. The election cycle begins on the first day following the date of the
previous general election and ends on the date of the next general election. 11CFR
§100 J(b).

A sample review of contributions from political committees revealed FOEI did not
accurately disclose the required information for 25% of die items tested. These errors
include the inaccurate reporting of the contribution amount, the election cycle-to-date
total or the contributor address. Many of the errors appear to have been caused by
ixKxmsistendeswhA entering contributor information into TO FOEI filed
amended reports after notification of the audit that materially coirected the disclosure of
these items.

Tne Audit staff discussed this matter with the treasurer at the exit conference.

Interim Audit Report Recommendation end Committee Reeponee
taff recommended that FOEI submit wriw

FOEI provided no further comments on mis nmnw.

| Finding 6. Diecloenre of Diebureemente

A review of disbursements revealed mat FOEI Med to disclose or maccuratery disclosed
me required ™fa*ipfrtBOiL FOEI filed fflnfiffvlffd reports after notification of the audit tint
corrected some but not all of fee olsclosiire discrepancies, miespoose to the interim
audit report recommendation, FOEI stated that amend^ reports would be filed by May
31,2007 to comet the disclosure of disbursements.
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A. Reporting Operating Expeadttuvi. When opertiiigexpcodltiires to the same
person exceed $200 an election cycle, the cofmmtte must iqxxt the:

• Amount;
• Pate wfaflti fl*c expenditures WCTS gnfric r
• Nme f"4 address of the payee*; *"d
• Purpose (a brief description of why me disbursem 2

U.S.C S434(bX5XA) and 11CFR §104.3(bX4)G).

• Adequate Descriptions. Examples of adequate descriptions of "purpose" include
the following: dinner expenses, media, salary, polling, travel, party fees, phone
DttUGBa uWU flXDODflCBa UWU 69EDOD80 VOUDDUOBflOlflDM OU6KUUK 008U* JOflfl
repayment, or coiitnTnitkmrerund. 11 CFR f 104.3 (bX4XiXA).

• Inadequate Descriptions. The foltownig descriptions do not meet me reqjdrement
for reporting "purpose": advance, election d^y expenses, other expenses, expense
reimbursement, miscellaneous, outside services, get-out-me-vote, and voter
registration. 11 CFR §104.3 (bX4XiXA).

C. Credit Card TnusaetloBS. m the case of operating exrjeriditures charged on a cr^
caid,acomnutteemustiteniizeapaymenttoaCTeditcaidcc^
exceeds the $200 aggregate threshold. The committee must also itemize, as a memo
entry, my specific transaction charged on a credit caid if die payment to me actual
vendor exceeds the $200 threshold. 11 CFR §{102.9(bX2) md 104.9.

D. Contrflratiofts to Other Federal Candidates. When itemizing a contribution to
another candidate, the committee must report the information Ustedabov^ For
contributioos to federal candidates! the ftnm*>"ttBe must ̂ *» ™cludft me office sousiit.
state and, if applicable, Congressional district, and the dection for which the contribirn'ra
was made. QmtributionatoomercaiididsieBarein^ 11
CFR5104.3(bX3Xv).

A sample review of operating expenditures itemized on Schedule B revealed that FOEI
finled to disclose or inaccurately disclosed the requredmfonnation for 30% of the it^
reviewed. The errors consisted of reporting uwmconectveno^ The
Audit staff also identified disbursements disclosed wim a puipose that inaccurately
described tfac reason for the ^Htbwrtfnifitf FOBT filfff •>"*>>dgd reports after no^^rritfiCTi
of the audit tfatf materially corrected the disclosure of these items.

A review of contributions made to other poUticdcomnu^tees revealed that FOEI did not
disclose the office sougfrt, the state, and/or congresdorialdistri^ of the recipient
candidate for contributions totaling $24^95. FOEI filed amended reports after
notification of the audit mat filled to correct me disclosure of mete items.

totfaecoomittoe. HCFR|102.9(b)(2XiXA)
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A review of payments made to credit cant companies revealed tbatFOEI did not diflcbae
itriei totaling $83,284 on Schedule B. The credit cards used for these purchases

were in the name of the Candidate and the transactions included but were not Umited to
mid inffiil BxpflnMi. Hiese memo entries an required to

disclose Ac name and address of the original vendor, as well as the date, amount, and
puipose of the original purchase. FOEI filed ainended reports after notification of the
audit tint corrected the disclosure of hems totaling $40,106.

Aieviewofntmbunementsinadetome
FQBI did not disclose memo entries totaling $1,306 on Schedule B. The amount
primsxUymchidesremib^
airline ticket FOEI filed amended reports after notification of the audit that failed to
comet me disclosure of these items.

The Audit staff discussed this matter with the treasure FOBIwas
provided schedules of the transactions noted above. In response, the treasurer stated he
would amend me appropriate schedules i

Interim Audit R0port Rsjooaaipsjiidhtioit suid Conuulltot
The Audit staff recommended mat FOEI file amended reports to correct the disclosure of
the remaim'ng disbursements as noted shove. In response to the interim audit report
rrroiriiTirnriatioTi, FOEI stated that amended reports would be filed by May 31,2007 to
coned the disclosure of disbursements.

7* Reporting of Debts uid OfditttioiM

A review of operating expenditures revealed Oat FOEI failed to report debts and
obligations owed to six vendors. In response to the interim audit report
FOEI stated that amended reports would be filed by May 31,2007 to correct the reporting
of debts and obligations.

A. CoatutvovsReporttag Required. A poUticalcomnu'ttee must disclose the amount
sad natare of outstanding debts and obH^
2 U.S.C 5434(bX8) and 1 1 CFR §§104.3(d) andl04.11(a).

B. Separate Scbediks. ApotiticalcommimMmurt
owed by the committee and debts owed to the (x>nimittee,togemerwrth a statement
CTplainitig riy* g» î»Mf MV^« aiyl r^ftn^finnf im^ir mtiinli eoclt Arkt atiH nhligotinn WM

nguished 11 CFR §104. 11 (a).

C ItemfatBg Debts and ObUgatkms.
• A debt of $500 or lets must be reported once it has been outstandmg 60 days fiom

tfaedateirKuned(tfaedateofmctnmsa(^on);
regularly scheduled report

• Adebtexceediiig$5<X)mustbediKk>sedmmera
which the debt was incurred. 11 CFR §104.1 l(b).
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and Analysis
A sample review of operating expenditures revelled that FOEI failed to report debts and
obligations totaling $18,781 on Schedules D (Debts and Obligations). Then debts were
owed to six vendon that provided prinuorUy catering or printing services to FOEL To
determine the total amount of debts not reported, each debt was counted only once even if
it was outstanding for several periods. Moat of these debts and obligations should have
been reported on FOEI's 2004 April Quarterly Report. FOEI filed amended reports after
notification of the audit that fluted to inchide the reporting of these items.

Tne Audit staffdiscussed mis matter with me treasiirer at me exit conference. In
the treasurer stated he would amend the appiopriate schedules as necessary.

Intorltn ^Tfl*^ Itoport
*n«g AwH* •*"ffrenTfnmrni1ftf1 <*•* FORT file mmtmAvA i*pnH« to dw|n«* thcac debts and
obligations, m response to me interim audft report recommendation, FOEI stated that
amended reports would be filed by May 31,2007 to correct the reporting of debts and
obligations.

[Findings. Failure to File 48-Hour Notifications

FOB! firiled to file 48-hour notices prior to the general election lor 20 contributions
totaling $26,250. fa ns(xnse to the interim audit report recomm
treasurer provided a statement wherein he acknowledged that procedures to ensure me
filing of 48-hour notices may have not always been followed.

LegftlStsuutard
Laat-Mut«teContrlbutioM(48-Hosir Notice). Campaign committees must file special
notices regarding contributions of $1,000 or more received less than 20 days but more
man 48 hours before any election in which the candidate is nmning. This rule applies to
all types of contributions to any authorized comnitoee of to

• Loans fiom the candidate and otiier non-bank sources; and
• Endorsementsor guaranteesof loans fiom banks. 11

A review of those contributions of $1,000 or more that were dqxmted during die 48-hour
fiKtifl pffjftrf far $14 ggjfful

notices for 20 contributions totaUng $26̂ 50.9 These contributions were fiom IS
indivklnals and 5 political committees.

Dstacaterad
TlieAwlititaffreviewed

ootioe.
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ThU matter was discussed wim the treasurer at the The Audit staff
provided achednlei of the contributions frrwhto In
response, the treasurer provided evidence tdat 48-hour ncrticet for two of the
contributions totaling £2,250 were filed on November 2, 2004, the date of the general
election. Since these two notices were untimely filed leu than 48 hours before the
general election, they an included with the $26^50 in contributions that do not coinply
with the n^mgrequhrments for 48-hou notices. FOEI provided no farther explanation
for why die remaining 48-hour notices were not filed.

Interim Audit Report JUcommimiiiHon and Committee Bespeaae
The Audit stuff iwftiiniMiKiffd fl"* FOEI providip wi
were timely filed or provide any finlherconiments it considered rdevant In response to
the interim audit report recommendation, the TOKtreasw
wherein he acknowledged that procedures to eiisure the fling of 48-tour notices may
have not always been followed.

I Finding 9. Untimely Deposit of Contributions

A review of contributions revealed FOEI did not timely deporit contributor checks. In
response to the interim audit report recomnu^ation, the TOEItreasufa provided a <x>py
of aprevioualy aubniittBd slafenieut wherem he acknowledged thatproccdiires to ensure
the timely deposit of contributions may have not always been followed.

A. Deposit of Receipts. The treasurer of a political committee must deposit
contributions (or return them to die contnliutonwitiiom being dq^ted) within 10 days
of the treasurer's receipt 11 CFR §103.3(a)-

Pacts smd Analysis
A saoiple review of contributions from political committees revealed FOEI did not timely
deposit 73% of the contributor checks reviewed. Also, a sample review of contributions
from individuals revealed mat FOEI did not tin^yd^posh 53% of the contrDnitor checks
reviewed. Tn determfai^g Ai* HmaKfiMK of entitrihnrinM, Hhm AiiHit

contributor check datewim the bank deposit date.10 As a result, the Audit staff
determined contributions were deposited up to 122 days late.

The Audit staff dismissed this matter wto In
, the treasurer provided a statement that explained that "Aa a matter of mtenial

control, the Committee has always stressed tmielydeponts of aU contributions. The
procedure is to copy all checks along with the deposit ticket and take the deposit of
contributions to the bank daily when the deposit is large and/or at least once a week
regariless of me size of the deposit Tliedepodtshouklbeniadebyanmdividual
separate from die individual recoidmg the contribution. After reviewing me deposits it is
apparent that this policy was not always followed. The Committee has again stressed

•Dow for duivBiy of ttw ouuliiputiop.
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timely deposits and now the individual maldiig the deposit fax [sic] us a copy of the
deposit ticket and the contribution are reviewed

Interim Andlt
The Audit itaff recommended that FOEI provide any frriherconimente ft considered
relevant. In. response to the interini tudit report icooiiiinendation, the FOEI treasurer
pcovio^ a copy of a previously submitted su^^
procedures to ensure the timely deposit of contributions may have not alwayi been
followed.

| Finding 10. Disclosure of Form 3Z-1

FOEI filed Form 3Z-1 (Consolidation Report of Gross Receipts for Authorized
Committee]) with its 2003 July Quarterly aiid 2003 Year End Reports but did not
disclose the correct financial information. In response to the interim audit report

the FOEI treasurer provided a copy of a rneviously submitted statement
wherein he explained mat the error was due to a misunderstanding of the new filing
requirement ****! tnut steps have been **Vffn to ensure future compli

Special ReportiBif ReomlrenMots. Principal campaign committees of candidates for the
U.S. House and the U.S. Senate nnurt file FEC Form 3Z-1 as part of their July Quarterly
and Year-End Reports in the year proceeding the year in which die general election for
the office sought is held. The infoMttionrn this form allows op
compute their "gross receipts advantage" used to determine whether a candidate is
entitled to an increased contrUnition P*»itT The following information must be disclosed:

1. Gross receipts to date for the pnmaiy and general elections,
2. Aggregate anKHmt of contributions from personal fu^

primary and soncral elections* ano*
3. A 5/alffUllltfffF1 fff glWff fffCffip'tff fofff *hff CilK l̂f*?*ff P"!"11 ?̂ ymlfî itinina far gx*h

election. 11CFR §104.19."

lyal
FOEI filed Form 3Z-1 with ha 2003 July Quarterly and 2003 Year End Reports with

Using me electronic data provided by FOEI, the AudttstafFoelanuned gross recej^ for
the primary election of $470,983 and for the general election of $2,150 should have been
disclosed on Form 3Z-1 included with its 2003 Jury Quarterly Report FOEI disclosed
gross receipts for the primary election of $427^97 and no gross receqits for the general



24

For the 2003 Year End Report, Form 3Z-1 shouM have diaclosed $933,983 for the
primary election and $24,014 for the general election. However, FOEI diiclosed no gross
xtcetpte on Foim 32-1 included with its 2003 Year End Report There were no personal
contributions by the Candidate in 2003.

The Audit staff discussed this matter with the treasurer at the exit conference. The
treasurer responded with a statement thate^lainedtheerrorwasduetoa
misunderstanding of the new filing requirement and ti^ steps have been taken to ensure
future compHi

AalsftPi^aMaBiMalsl ••bWHsMSkw ^ M P w W A v •^•J'a7*jnariHsMBWp0flalmsiVJBiwsî anaiB BaHUsB ^f^WiVsUlBliBVv^v^v

K The Andft stafif recomrnended that FOEI provide any ftntnercxammentsh considered
«gr relevant T« >^pon^ «^ ri^ i^tMJm mnMt *^n»* MM%MMM«mn«irfj«lti| *k^ pnpy trrmnnrr
D provided a copy of a previoiisrysubnu'tted statement

0


